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Do Rising nreices wuy set off spate of ware demands
the latest mubiisied firnres of the ratail »rice and

vare indices hlll make noce ¢itfisult the Trades? Union Congreass'
( 76) efforts ¢ obtain vholezearted supwort tor the Covern-
ment's tund~sL11L TG wo];cv. The retail »rice index rose
from 109 in ﬁn"Ll o 111 in Jme ( June 1947 emals 100 ) uhile
the index of wuagp r"*ﬁs repained ~t 108, Since many trade vnions
only rave suﬁnort Lo the fovernment's vape nolicy on the unicr-
utkualn" that wrices »ould Lie brovwent down, there may be rereived
derands for va~e inevenses to ofPast the rise in Llenf 20sts.
5o far, there has not hbeen ans sencefaenlar advence in vares in
1049, but many unions —asssd resoiutions Yor inercases ot Thein
ancual surmer conferences, A% the npasent tine, besides ihe
nending ra 1T,avmen‘s derend, cloins for hwén@“ ua~nw have been
nade by oriciclayers, teachers, bank vorkers, nost office workers,
Luut and shos oneratives, shiwbnilders and en:ineers, and civil
service workers. In an evident attennt to show its concern

over hirh CObuS, the Gevernent hos “ut consuwiier nrices on a few
utility items. This is exneeted to vring 1lit<le relicf, hovever.
Until the TUC con convinee the labor rank and file that wace
increases can only Le justilied by creater outmit ner nan hour
(x:hich is the Governrent's exopese nnllnv, thare will be dis-
content and apitation.

9. The dollar deiicit in *izeel 1050

Britaint's submission on 25 Julv of 2 new estimate of
its fiscal 1950 deficit shouic not have surnrised the other
OLLC countries, excent werhans by its size. The UK dele ~ation
had indicated a month vafore that a revision rvould be forthe
COMing,

It is notevorthy, howaver, that: (a) the revised deficit
ion, axclusive ¢f FCA aid, is ncarly couble that
mated; (b)) it is ba od on no rcduction of ths
immort vrofram, and thus leaves out of avtoun+ the r0m0ﬁ+ o5
cut: and (¢) dasnite the sige, i1t is substa ntxa* v below the rate
of deficit cstablished durine frpil-Tune 1049 v hich, convertoed
Lo an annual basis, was an u.cgﬂlnm “,C(O mﬁﬁltnnc The new
estimate therefore nay incicots that, in the view of the uPl“?“h
Capinet, the nrosnects for rLrvlin_ srca exnorts to the US during
fiscal 1850 have detariorated sharnly, the irmort “rorram can
not, to any extant, be vevised dowvinard (avart from the temnOm
rarv “‘ﬁ cut ) without damace to the scenony, and the hiph deficit
Figure for the second guarter of 1942 does not set a trend or

wa*tmrn for the next +relve nonths,
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This latest british move in the OLEC, vhile fully justi-
I'isd, may nevertheless creatbte a crisis ntnhosnhere aﬂon§ the
~articinatin, countries, OZIC nachinery may be severely tested.

4. Anglo-Soviet trade development

The latest development in the current Anglo~Soviet Trace
negotiations is a renucst by the Soviets for 3060 tons of tin,
a relatively unlmpovu¢nt anount of a strategic cormodity. Tin
is presently subject to allocation by the Combined Tin Contrel,
but will probably not remain so after the end of 1949. Thus
the British have good grounds for refusing the Soviet demands
only until 1950. DBut they fear that, if the Soviets insist,
continued refusal may irmeril the whole trade agreement and

the coarse rrain contract, which involves one nillion tons of
barley, corn and oats.

g situation 1s a {00C
axarmple of the manner in vhich the Soviets can annly nressure

to obtain stralepgic comrodities. 48 Britain's econonic condition

further useterioratcs the nressure will become greater and stra-
tepically desirable nolicies of thv US could be undermined.

1.

b, Concern over Angrlo-US reiations

There is a growing feelin; that Anglo-US collaboration
is in nced of candid review. Jcsnon31Lle Lrlflsh nress corment

is Jegznnln* to cxnress concern over current relations. Britain's
ueepenlnf dollar crisis, the uncertainty of Conpressional annroval

of the nilitury aid nrogram, end forthecoming An 0~US-Canadian
discussions on future col lauoraflon on the atomic bomb are ruf-

fling the waters of Anglo-UT amity at a time vhen Soviet pressure

on Western Europe has been temmorarily relaxed.

Failure to zpree soon on mitually acceptable Anglo-US
econonic and militarv formulae will not fundamentally alter
Britain's nresent foreiyn nolLCJ elthough 1t would olviously

affect her value as an ally, It would, however, revive British
Pears of US isolationism and nake the UK more obstinate in its
dealings with this country.
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¢. [né of onerational tattleshins in peacetine

The Adnmiralfty decision to renlace Britain's oncrational

uattleshins with smaller vessels is the result of strategic
and manoower requirenents. Onerational exnmerience rained
during the last war, plus the inevitable nostwar manpower
shortage, as annarcent in recruiting and re-enlistnent Tore-
casts, heve necessitated a rcvised naval nolicy emmhasizing
1irht mobile taslk forces built around carriers, in contrast
to the traditional huge battle tleets vith their largpe comnle-
ents of men. bDecause 07 GCONOTILC racovery nrioritics and a

ssire to avait results of an intersilied research and develo»-
ment npopram, naval construction sinee the iar has been meager,
Lut concentration on sraller vesscls is evicent in the launchings
-syich have oceurred, and in the serar~inge or sale to other
countries of larpe obsolescent shirs.

Althourh the announcenent of the nolicy shift received
censicersble mublicity, litile note was token of its anti-
climatic im~lementation involving, as it docs, the transfer
of the only currently oporationai Lattleship to the Trainin%
Squadron. Of iritain's five battleshins, two will be used for
trainin-, and three uill be 1n reserve, but "at short notice".

CC” Ol 'BALTH & NIPIRE a

7. Colonial Africa becomes tarpet of nore Sovict activity

The recent stenning un of Radio >‘oscovts anti-colonial
rrovaranda carmaign lends some cpedence to the belief exnressed
last veer by British est African officials that left-wing

~tionalizts in the Cold Coast are now receiving Cormunist
met-rial anc oney from sources in the Fronch Ivory Coast, the
nel-ian Congo and Zthionia, Un to this time the Coll Coast
nationalists' Comunist contacts have been estinated as slisht I
and rainly throush certain London associantes of the I'arxist-
influenced leader, wami Tkrwah. If frue, this new renort sug-
gests that the USCR, concorned about tl.c proving economic im-
nortance of colonial Africa to the "est, is becoming more active
in fomentin: nolitical unrest anong Africa's native nonulations.
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3. British count on colonies to help in economic recovery

lMeasures to raise the level of nroduction in the de=~
vendent emnire, al houph of little help in meeting Britain's
immediate dollar difficulties, are one of the major hones of
British vplenners in their ef'forts to solve the UX's long term
nayments nroblem. Desnite the large, untanned resources of
many of the colonies, however, the anount of noney the British
Treasury hes devoted to colonial developnent is not preat:
the total allocations under the Colonial Develonment and Uelfare
Act from 1945 to date come to EG4 million, tvhich is roughly half
the sum the U™ Governnent is ecstiinated to have poured into
Puerto Rico during the Roosevelt Adninistration. (Additional
funds have, also, been made svailable through the Colonial
Develonnent Corporation, with an aivthorized borroving capacity
of F110 million, and the Overseas loods Corporation, with E55
nillion,) The liniting factor during most of this perlod has
been sterling area scarcities of raw materials, capital poods,
and technicians.

The alternative mossibility of speeding up the economic

development of the colonies by large scale US private invest-
mant has, nevertheless, not aroused any marked enthusiasm
amon* UK officials. Though welconing ECA aid and ex»ressing
an interest in limited American w»rivate investnents, officials
have indiented that their rrin reliance for non-British capital

in the colonies is on loans from the International Bank. The
nrobable reasons for this are nixed. Besides the obvious desire
to retain nro”itable investment o-mortunities For British use
and to avoid additional dollar navments difficvlties in the
future, *here seems to be a real concern about the mossible
sceinl and political consenuences of a foo swift cconomie davelop-
rent. Colonial Office swnokesren hrve more than once emvhasized
that a more ranid utilination of colonial reosources would be
nossible, but have sirultaneously indicated their intentlion to
avoid the sort of »nbalanced ccononic cevelorrent vhich has
brought "colonialisn" into ill rewute in much of the vorld. Tith
the UK's larpe stake in colonial development, and with sundry
native notionalisms already hymersensitive about the "exnloitation”

f their territorics by the vhite man, the British Covernment
feels that it can not risx the quick nrofits of uncontrolled
colonial investment. ‘ -

9, Governor's rcforms raise storm in the Seychellois teacup.

In the small Scychelles Islands 1000 niles srom Africa
in the Indian Ocean, the Colecnial Otfice is again® urpiring a

® O, ﬁﬁp{‘fg]gﬂfyrﬁl%\gs 2931/9%&5%@?@9-01090A000100070005-9
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feud between a hijh- :inded Governor, intent upon cutablishing

the Labor Party's brand of deﬂocrdtlc oOClWllSﬂ, and o small
vhite aristoeracy 10C years behind the tines and in 2o hurry

to catch un. Since his anpointnent as Covsernor in 1047 alter

a distinsuished wartire medical career in Ton; “ong, D’. Sclime
Clarke has (1) introduced a constitution providing for the
islands' “irst nopular renresentailon in the Leg 1alat1ve Council,
(2) extended sorial services, (3) s 8 deterninction te
eliminate the vhites' favorite s“orf o* cevading incone taxez, nnd

(4) vared o annaign arainst fne stron;: color bor, cven amointing

a colorad man, >r. Collet, to high nublic office as Acting At-
torney=Crieral, Lepal Adv1uer to the Inland Devenue Denartrnent,
and norinsted uno&?1c1al monber of the Legislative Council.
The vhites, ‘o mirber 1000 or 37 of the nredominantly African
and Indian uqlﬂ-casto nonulation of 35,000 are rainly cocoanut
ﬁlantatLon ovners of French descent and are nore tradition-
Lound than 1ost eclonists because of tizir isolation. They
strongly resisted the ;overnor's rotorns, narticularly the at-
ts to collset iicore toxes and lower the color ber and have
NPtlth;vu London for his recall. 3oth srrievances are nerson-
irizd Ly *». Collet, who hus “ursusd Liis sucecssive ar-ointrents

vite reat veol NN o o5 cshccially exnsmerated the

I

whites ov b“” sing: arrcars in income faxes as ar back as 8
;ears LateLy tle Covernwr seens to have restrained the more
orfcnsive entnnsiasis ¢f Mr. Collet. e has, hovever, been
called to London, mresurably te hear the Colonial Seer-tery's
Dutch~uncle tall designe& to crutio - - painst on overpcalous
immlementotion o current "overn.ent nolicy in the colonial
baelnrash of the Sevechelles T lunds.

IELALD

10. fovernrent loses «ome vornd in its sceond Dail session

e =osition cf the Costcllo Tovernont at the con-
~letion ¢ 1%t second »arlicrontory sencion is whill feirly
s-curc nlthiourh less so *hrn a rrar rro. Toax roavetions anaG
31f htlv incrensed "nrv*l services -lus a resl zﬂ““o""*ont in
I cland's o erall ‘cononic ~itvetion have vored th: Coverns

rent, des-ite an only o1lirhitly rﬁdxﬂnf cast of living and un#
*ﬂlo went and e-i;ratica i mres thet arc st111 aigh. Put
the e ublic of Trelanc Aet anc itu o "tapriath heve br'on “hi
atout a dceline in momular cnthusiosm Jor the ”o'arn.nnt. T.is
tet, the »rincinal acenmmlishient of the recently concluded

CONEIDENTIAL

Approved For Release 2001/09/03 :"CIA-RDP79-01090A000100070005-9



Approved Melease 2001 6NET A-RDP79- 01090A000100070005 9

ENTIAL

session of the Dail, antsjyoni. 2d nro-Cormonyerlth elements
irvrediately. The Covermient later care under fire from other
irouns vho felt that the Act was a tactieal blunder in the
anti-"artition carmaign and that it vns the cirect cause of
the Treland Dill in the UK, vhich reaffirned “artition.

('1 T

J-.‘.A.

The Parliancntary session omening 26 Octoler may pro-
vide more seriovs threats to the Governrent's slinm naJorlfy
since the swaintcnance of hormony among the various varties in
“he coalitio- is Leconing: un llCPPﬂSln 1y delicate natter.
Cne feeture o the 1-.st sessio. of the Dail was the Covern-
vent's tendencyr to rvoid issues that would divide its labor |
and conserva tive eleoneuts. So0.¢ of these questions cannot bLe %
rut o"" mica low er, and the Government will nrobably face a
real test vhen the lony=nromised revision of health and social
security lesislation comes un for consideration curing the

next seassion of the Dail, i

LORTT AT RICALY DIVISION ﬁ

CALADA i

1. Canadian nlans “or Atlartic ™act marticination ;

The Canadian Go ermrment is telieved to have forrmlrted
2 »len vhereby it can obtain nilitary sunlies for the strenpth-
ening of its arred foreces in sonsonance ith the objectives
of the North Atlantic Tact.

5 EE P

Comitted to a noliey of »rocvrin: militarr surnlies
‘rom the US by nurcinse only, Lut “Pdcflﬂally nrohibited from
doing so because of tie naueity of US Qﬂildfu, the overnment
a-~arently wishes to revive cortain of its 'orld "ar IT :unitions
industries for the sroduction c¢f a nortion of its oun needs.
bince the small-scale arned forces of Canada cannot sunmnort a i
munitions industry, a surnlus of nroduction for exnort to other :
Tact memvers would be generated, those countries naying for
arms with dollars sunnlied by the US under its milifary assist-
ance prorram. In turn, Canada would use these dollars to nur-
chase militar equirnment from the US, r w O
The Canadian Ambassador recently informed the State De*mr't--m
ment that his povern went is not yet nwrenared to announce a military
assistance progranm narallelin: US nlans, but that Canada is tully

Approved For Release 2&%@5‘“&“»01090A0001ooo70005-9
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~o ni-ant of its ouli ntioas tnder article 3 of the liorth
itlantie Pact. ‘hen the Pact has been ratified and nilitary
slans tore shape, Canada nay be expected to propose its narti-
c¢i~atlon in the manner outlined above. Its relatively hi h
level of ceonomy could naintain a reasonable amount of in-
epspned ormanents manufacture, ané US security interests would
be enhanced by puttin; Cenada's var-time nroduction fncilities
in o staube 0" readiness,
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The United Xingdom's dollar imrworis

9
ﬁn\" -

The denendence of the UK unon immorts from the dollar
nyrea renains the —ost troublesone l'eature of Britaint's nost-

v.ar economic difficulties.

Althiouph other countries, such as

Cube, 'exico und the Dominican Renublic, made immortant contri-

butions, the rreatest value of 'K's dollar immorts in 1948 was

from Canada (F 216.6 .1illion) and the US (E184.4 million).

The followin; table ives ti major British dollar im-

ports for the year 1u18 (selected to avoid the seasonal factor
reflected in the first half of 1949) and the percentage that
dnllar imrorts forned of the total imvorts within its category.

¥ajor UK Immorts in 1948, with the nercentage originating irom dol-

lar sources
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Tie Jritish ”ovnfnﬁunt hus anrotnced its intention of
cutting dollar imoorts by 400 million in 1949-80, the chicef
cuts to be made in tochco, timber, naner anu vood puln, raw
rotton, non-ferrous metals, and sujar. The cffect of these
cruts on the two nain exnorters of moat of these commodities,
nemely Canada and the US, and the noss ibility of developing
alternative sources of UK suonly, are of interest.

Tobacco: Tast vear the UK imnorted E42.° m111xon

worth of Fobac o, nl-ost ull unmanufactured. Cf this total

the 1S sunnlied over halfl, with Canada and Cuba ma'ting small
contributions. Of non-dollar sources Southern Rhodesia, vhich
ras the UN's sccond lar; cst sunhlmnr “1+h I3.3 nillion, livasa-
land, India and Paintan to ether with 4.9 million and “reece
and Turkey i-ith L1.0 million ware the most Irmortant. Of these
bo*evcr, only Southern Rhodosin ean offer #hme .ore nomular flue-
01?ed cr 014arotfﬁ tobacco, tha remainder sunniving tobaeco

uitable for »ives or blends. i
Timber: O the tatsl o Eui.? willion swent by the i
Y in 1070 Tor tiaver, E2G.7 miitien ves »ald Canada and
7.0 mitlion ke 1S, *cr a total of o', with lussia and Tin-
land acpovn+1n' “or votveen ELd-14 rillion each, and Cermany
for TU.8 million. The most irmertant constituent, by value,

of the timber ;roun 13 sa’m softuood, necessary £o satisfy the
UK's Lousing needs. Of 1 11' carrouity, with a value of nequy
45 million for 1.4, Conaca Poafrllutad 377, Finland and Sveden
between them AUT, anu tie US 1 ., Canada - as also the larpest
sunnlier of nitnrons anc sleeners, althou;h TFinloend vas almost
as immortent. In ths herduocods, novever, tanada and the US
sccounted for one third of the total, the palance being sunplied |
by Iliperia, the Cold Coast, hurore onc burmae. :

Taner and wood vwuln: Apain the major sources of sumnly
wore (Gonada, riniand, and Sweden, althouph in this case of the an-

nual totual of L52.2 nillion, Canada su mlied 137 and the US
only about 2,07,

Raw cotton: The US was the only dollar source of rgdi s
cotton in 1948 with a contribution of 187 of the total 3Brit ) .
imnorts. This commaratively low nervonfaée is somevhat mislead- *

in; as the US vas a heavy qunnller of medium staple cofton and
cotton linters, buth essential to the economic omeration of a
cotton textile industry. UK imnorts of wedium stanle cotton in

"Mﬁ"‘i‘rm
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1945 totalled FG3.7 million, of which the US sunlicd E17.5
nillion or 277, The two other major sources ere Egvnt with
F23.0 million and Brazil with £11.5 million. (The nronortion
of US =edium stanle cotton has risen to 587 in the first five
months of 1949). 507 of the total UK imnorts of cotton linters
vias US=sumliecd in 1948 (the nercentagye has ricen in 1949 to
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Ton-Terrous n:tals: The »rincinal source of non-ferrous
rmetals in IJ40 vas Canada, vhich nrovided 3u” of the total; the
US accounted ror 157, Illorthern Rhodesia sent 237 and Australie
about 127. The remainder came vrincinally Irom Bel;iazn Congo,
Germany, and lioruay. As repards individual netals, Canade sup-
~lied virtually all of the aluninun irmorted; Canada and the
US nrovided about two-thirds of the zinc, with Australia and
Gelpium the *vo other nrinciral sources; the US nrovided about
297 of the electrolitic corprer and Canada 277 {(;orthern Rhodesia,
Delpium and the Deliian Compo together sunnlied about 357):
Australia provided most of the lead, with »rincinal dollar ex-
venditures nade in Canada and llexico.

Surar: The UK immorted E59 nillion worth of wnrefined
surar in 1047, of vhich nearly £35 rillion was bought for dol-
lars. Cuba was the lar;est sunnlier of dollar sugar with E23.3
million. The chief non-dollar sourcass of sugar were Australia,
the Mauritius, and the British "~ ‘est Indies.

Nesides demonstrating the extent of the UK's denendence
unon dollar sources for rav materials the above study shous
clearly unon vhom the brunt of the »ronosed British dollar in-
~ort cuts of 257 will chiefly *all., Of the six corrodities
selected by the UX for reduction in 1749-50 Canada was the nain
cource of sumly las% year of three -- tinmier, maner and wood
nulm, and non-ferrous metals. The US was the main sunnlier of
two -- raw cotton anc tobacco.

Of these itens, tobucco is to exverience the full 257
cut, but it is unlikely that the immorts of raw cotton can be
considerably reduced for more than a termorary weriod during
which stocks can be drawn unon without injurious results to the &
British textile industry. The three Canadian corrindities, howcvyer,
are more easily renlaced; rival sources in soft currency areas |
already exist in the timber and wood muln industrics and, to a les~
ser extent, in non-ferrous nmetals. The UK will rresumably care-
fully consider the deleterious etfect upon Canadian good=will of
diversions “rom traditional trade relations, but the deepening dol-

lar crisis may force the Government into such acts despite no-sible
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